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Minutes of actions taken by the Board of Governors of the Federal

Reserve System on Friday, September 2, 1955. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Leonard, Director, Division of

Bank Operations
Mr. Vest, General Counsel

The following matters, which had been circulated to the members

of the Board, were presented for consideration and the action taken in

each instance was as indicated:

Memorandum dated August 25, 1955, from Mr. Young, Director, Divi-
sion of Research and Statistics, recommending that Saul B. Klaman, Economist
in that Division, be granted leave of absence without pay for 12 months
beginning on or about November 1, 1955, in order to participate in a com-
prehensive study of the structure of the American capital market to be made
by the National Bureau of Economic Research.

Approved unanimously.

Memorandum dated August 26, 1955, from Mr. Marget, Director, Divi-
sion of International Finance, recommending that Reed J. Irvine, Economist
in that Division, be authorized to accept an invitation to make an informal
talk to Foreign Service Officers of the Department of State on September 21,
1955, concerning the monetary and banking policies of Japan.

Approved unanimously.

Letter to Mr. Wiltse, Vice President, Federal Reserve Bank of New
York, reading as follows:

In accordance with the request contained in your letter
of August 22, 1955, the Board approves the appointment of
Walter E. Downing as an assistant examiner for the Federal
Reserve Bank of New York. Please advise as to the date upon
which the appointment is made effective and the salary rate.
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The Board also approves the designation of Bradish M.
Allman as a special assistant examiner for the Federal Re-
serve Bank of New York.

Approved unanimously.

Letter to Mr. O'Keefe, Assistant Secretary, Federal Reserve Bank
of New York, reading as follows:

Thank you for your letter of August 22, 1955, advising
that Mr. Philip J. W. Glaessner, one of the economists in
the Research Department, has been granted a leave of absence
without pay for a period of three to four months, plus travel
time, commencing in early September, to permit him to partici-
pate in a mission being organized by Klein & Saks, Washington,
D. C., to study the economic and financial situation in Chile
for the Chilean Government.

The Board of Governors interposes no objection to the
arrangement with respect to Mr. Glaessner as described in your
letter.

Approved unanimously.

Letter to Mr. Powell, President, Federal Reserve Bank of Minnea-
polis, reading as follows:

The Board of Governors approves the payment of salaries
to the following officers of the Federal Reserve Bank of Minnea-
polis and the Helena Branch for the period September 1, 1955,
through December 31, 1955, at the rates indicated, which are
the rates fixed by the Board of Directors, as reported in your
letter of August 12, 1955:

Name

E. B. Larson
C. W. Groth
A. J. McNulty

M. B. Holmgren
W. C. Bronner

Kyle K. Fossum

H. A. Berglund

Title

Head Office

Vice President and Cashier
Vice President
General Auditor
Assistant Vice President
Assistant Cashier

Helena Branch

Vice President
Assistant Cashier

Annual
Salary

S14,000
13,000
9,000
9,500
7,200

10,500
9,000
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It is the Board's understanding that these salary ad-

justments are being made within the provisions of your cur-

rent budget.

Approved unanimously.

Letter to Mr. Wiltse, Vice President, Federal Reserve Bank of New

York, reading as follows:

Reference is made to your letter of August 19,1955, re-
garding the request of the Chemung Canal Trust Company,
Elmira, New York, for an extension of time within which it
may establish a branch at 204 East Water Street, Elmira, New
York.

It is noted that renovation of the proposed branch build-
ing will not be completed by September 29, 1955, and the trust
company has requested the extension in order to provide addi-
tional time for completion of this work.

After consideration of the information submitted, the
Board concurs in your recommendation and extends to November
1, 1955, the time within which the Chemung Canal Trust Company
may establish the above described branch.

Approved unanimously.

Letter to the Comptroller of the Currency, Treasury Department,
Washington, D. C., reading as follows:

Reference is made to a letter from your office dated

June 23, 1955, enclosing photostatic copies of an application
to organize a national bank at Chicago, Illinois, to be located
in the Mid-America Home Office Building of the Prudential In-
surance Company of America, and requesting a recommendation as
to whether or not the application should be approved.

Information contained in a report of investigation of the
application made by an examiner for the Federal Reserve Bank
of Chicago indicates generally satisfactory findings with re-
spect to the factors usually considered in connection with such
applications, except the adequacy of the capital structure.
Our informant is of the opinion that the capital structure pro-
posed by the applicants in inadequate for the bank's prospective
needs and suggests that an initial minimum capital structure of
41,500,000 would be desirable. The Board of Governors recommends
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approval of the application, provided arrangements are made

for a capital structure satisfactory to your office.

The Board's Division of Examinations will be glad to

discuss any aspects of this case with representatives of your

office, if you so desire.

Approved unanimously.

Letter to Mr. Young, Chairman, Conference of Presidents of the Fed-

eral Reserve Banks, reading as follows:

During the recent joint meeting of the Presidents with

the Board, brief reference was made to the May 1955 report
of the Subcommittee on Fiscal Agency Operations concerning
variations in unit costs of major Fiscal Agency activities
performed by the Reserve Banks. In presenting the subject,
President Leach said that each President would use the re-
port as a basis for further study within his own Bank with

a view toward eliminating cost differences to the fullest ex-
tent possible.

Chairman Martin indicated that the Board would give fur-

ther consideration to this matter following the return of
Governor Szymczak.

It is noted that, pursuant to a recommendation by the
Subcommittee on Fiscal Agency Operations which was approved
by the Conference of Presidents, a meeting of Reserve Bank
Fiscal Agency representatives will be held this fall to con-
sider the Subcommittee's report and to make specific recom-

mendations concerning various questions raised therein as to
the scope and form of reimbursement.

The Board shares with the Presidents an interest in the

variations in unit costs, and was pleased to learn of the
studies being made by the Reserve Banks and of the forthcoming
meeting. From what has been accomplished so far, it would
appear that an excellent start has been made on an important
project.

The Board will await with interest the results of the
meeting of Fiscal Agency representatives.

Approved unanimously.
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Letter to The Honorable Warren Olney III, Assistant Attorney Gen-
eral, United States Department of Justice, Washington, D. C., reading as
follows:

Re: U. S. v. Caparros Motors, Inc.
Jess Caparros and Mark Hedges 

Receipt is acknowledged of your letter of August 19, 1955,
enclosing a copy of a letter from the United States Attorney
for the Northern District of Indiana recommending the dismissal
of the above-entitled case. You ask for an expression of the
Board's views on this proposal.

It is the position of the Board of Governors that a case
of this kind which has been referred to the Department of Jus-
tice is then in the hands of the Department and of the United
States Attorney and is no longer in the jurisdiction of the
Board. Accordingly, the Board does not feel that it should un-
dertake to comment on the request of the United States Attorney
and is entirely willing to accept the decision of the Depart-
ment in the matter.

Approved unanimously.

Letter for the signature of the Chairman to the Honorable Paul
Brown, Chairman, Joint Committee on Defense Production, Congress of the
United States, Washington, D. C., reading as follows:

In response to your letter of August 2, 1955, there is
attached, for inclusion in the proposed report of the Joint
Committee on Defense Production being prepared pursuant to
section 712(b) of the Defense Production Act, as amended, in-
formation relating to the operations carried out by the Board
under authority of that Act.

Approved unanimously.

Letter for the signature of the Chairman to the Honorable Guy M.
Gillette, Special Counsel, Committee on Post Office and Civil Service,
United States Senate, Washington, D. C., reading as follows:

In accordance with the request in your letter of August
17, 1955, the following information is furnished, numbered to
correspond to your inquiry:

1. On June 30, 1953, no positions at the Board of
Governors had as yet been declared sensitive.
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At that time there was in process a study
preparatory to designating sensitive posi-
tions.

2. On June 30, 1955, there were 81 positions
on the Board's staff classified as sensitive.

3. None.

If there is further information you need to supplement
the above, we shall be happy to furnish it.

Approved unanimously.

Letter to Mr. James E. Baum, Deputy Manager, American Bankers Asso-
ciation, New York, New York, reading as follows:

Reference is made to your letter of August 9, 1955,
requesting a list of defalcations amounting to ,10,000
or more reported by State member banks during the first
six months of 1955.

There is enclosed a list showing two cases reported
by the Board of Governors to the Attorney General of the
United States involving possible criminal violations where
the amounts were 3l0,000 or more. It is hoped that this
information is in such form as to be suitable for the pur-
poses of your Insurance and Protective Committee.

Approved unanimously.

Letter to Mr. D. R. Cochard, Executive Secretary, The National Asso-
ciation of Bank Auditors and Comptrollers, Chicago, Illinois, reading as
follows:

This will acknowledge your letter of August 17 regard-
ing plans for the 1956 visit to Washington by the NABAC
Executive Board. You inquire as to the suitability of plans
whereby the Executive Board would have its luncheon for offi-
cials of the bank supervisory agencies on Monday, February 20,
and the group would visit the Federal Reserve Building on
Tuesday, February 21.

At the present time it appears that the dates suggested
would be entirely satisfactory from the standpoint of the
Board's schedule. It is possible, of course, that some in-
terim development might change the situation, but that would
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be equplly true of any other dates which might be proposed
this far in advance.

As in the past, the Board of Governors would be pleased
to have the members of the Executive Board as luncheon guests
on the occasion of their visit to the Federal Reserve Build-
ing.

Approved unanimously.

There were presented requests from Messrs. Myrick and Farrell, As-

sistant Directors, Division of Bank Operations, for authority to travel to

Richmond, Virginia, on September 13 and 14, 1955, to attend a meeting of

the Presidents' Conference Subcommittee on Fiscal Agency Operations.

Approved unanimously.

There were presented telegrams to the Federal Reserve Banks of

Boston and Kansas City approving the establishment without change by the

Federal Reserve Bank of Boston on August 29 and by the Federal Reserve

Bank of Kansas City on September 1, 1955, of the rates of discount and pur-

chase in their existing schedules.

Approved unanimously.

Pursuant to the understanding at the meeting on August 3, 1955,

following a discussion concerning identifying inscriptions on Federal Re-

serve Bank branch buildings, a draft of letter to the Presidents of all

Federal Reserve Banks except Boston and Philadelphia was prepared for the

Board's consideration. When the draft was circulated to the members of

the Board, Governor Shepardson suggested certain editorial changes so that

the letter would read as follows:
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Questions have been raised from time to time regarding the
wording that should be used in the identifying inscription on
a Federal Reserve Branch building.

The Board's regulations relating to branches of Federal
Reserve Banks prescribe that each branch shall include in its
title the name of the city in which it is situated and the name
of the Federal Reserve Bank of which it is a branch, and the
general practice has been for branch buildings to carry an in-
scription approximating that title. Such a procedure is en-
tirely in order. However, since the principal purpose of a build-
ing inscription is that of identification, there is no apparent
reason why a branch building need carry the full branch title;
shorter, more general, inscriptions could be considered suffi-
cient and equally in order, for example:

Federal Reserve
Federal Reserve Branch
Federal Reserve Branch Bank

In view of the number of current branch building programs, it
seems timely to point out that there is no requirement under the
Board's regulations and no other apparent necessity that a branch
building carry the full legal name of the branch.

The decision as to the name to be used on a Federal Reserve
branch building is one for the directors of the Bank and the
branch concerned.

The letter was approved unan-
imously in the form set forth
above.

There had been circulated to the members of the Board a draft of

letter to Mr. Prochnow, Secretary of the Federal Advisory Council, proposing

the following topics for discussion at the next meeting of the Council and

at the joint meeting of the Council and the Board on September 20, 1955:

1. What are the views of the Council with respect to the
prospective business situation during the remainder of this
year and the first three months of next year and the probable
changes that will take place in the volume of bank loans in
each of these periods? Do the members of the Council see any
significant changes in the composition of bank loans in the
present period of high level economic activity?
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2. The Board would appreciate the views of the members

of the Council with respect to the System's current credit

policies and what, if any, changes might be called for during

the remainder of this year.

3. Is there any legislation that the members of the

Council feel the Board should support or sponsor in the forth-

coming session of the Congress.

Approved unanimously.

There had been circulated to the members of the Board a draft of

letter to The Commercial Bank of Utah, Spanish Fork, Utah, which would ap-

prove the establishment of a branch by that bank in Eureka, Utah. Follow-

ing a comment by Governor Mills to the effect that certain factors related

to the condition of the bank created some doubt in his mind as to whether

the institution should establish additional branches at this time, it was

agreed to defer action on the matter until Governor Robertson had had an

opportunity to review the file and express his views.

Consideration then was given to a request of City Bank, Detroit,

Michigan, for permission to establish a branch in Madison Heights, Royal

Oak Township. In submitting the matter to the Board, the Federal Reserve

Bank of Chicago expressed the opinion that the member bank's capital should

be increased by at least 4;1,000,000; however, the Reserve Bank recommended

approval of the application provided additional capital in the amount of

$500,000 was obtained, because it believed this to be the maximum amount

that the member bank could obtain from its shareholders at the present

time. In a memorandum dated August 24, 1955, which had been circulated to

the members of the Board, the Division of Examinations recommended approval
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of the application if capital funds were increased by not less than

*1,000,000 prior to the opening of the branch. The memorandum stated

that the need for the branch seemed to have been demonstrated. but that

the member bank did not appear to be justified in expanding further

branchwise until more adequately capitalized and that even without fur-

ther expansion, additional capital up to *2,000,000 should be provided.

When the file was in circulation, Governor Mills attached a note

in which he raised a question concerning the recommendation of the Divi-

sion of Examinations. After pointing out that if the Chicago Reserve

Bank was correct in its assumption that City Bank could not raise more

than *500,000 additional capital at this time, a requirement that a larger

amount of capital be provided would be equivalent to denying the applica-

tion, he expressed the view that if the bank's condition made further ex-

pansion seem improper, the Board should refuse the branch irrespective of

capital considerations.

At this meeting, Governor Mills made a statement in which he re-

ferred first to City Bank's rapid expansion, its management and general

condition, and the deficiency in its capital funds. He then brought out

that inasmuch as the establishment of the proposed branch in itself would

not call for the insertion of more than *500,000 additional capital, a

larger requirement would represent use of the branch application as a de-

vice to correct, at least partially, an existing deficiency. The fundamen-

tal question, he said, was one of whether a branch application should be

used for this purpose or whether the Board should follow a policy of
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refusing to consider a branch application unless the applicant bank was

adequately capitalized.

Mr. Sloan, Director, Division of Examinations, entered the room

at this point.

At the request of the Board, Mr. Sloan discussed problems which

had arisen in connection with City Bank, including those related to its

capital position, and said such problems had been reviewed with Governor

Robertson by officials of the member bank on several occasions. With re-

spect to the broader question raised by Governor Mills, he said that the

procedure followed in some cases of conditioning the approval of a branch

upon the providing of additional capital was one which merited considera-

tion. He was inclined to feel that there was something to be said for im-

posing a requirement of that kind in certain cases on the grounds that the

Board should not permit a bank to expand branchwise unless its capital

position would be reasonably satisfactory after the new branch was estab-

lished.

Following further discussion, it was agreed that action on the ap-

plication of the City Bank should be deferred until Governor Robertson re-

turned and presented his views on the matter in the light of the questions

raised by Governor Mills.

Under date of August 26, 1955, Governor Mills sent a memorandum

to the other members of the Board suggesting several persons who might be

considered for appointment to fill existing vacancies on the boards of
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directors of the Los Angeles and Portland Branches, Federal Reserve Bank

of San Francisco.

Following a discussion, it was
agreed unanimously to request Mr.
Brawner, Chairman of the Federal Re-
serve Bank of San Francisco, to as-
certain and advise the Board whether
the following individuals would ac-
cept appointment if tendered, with
the understanding that, if they would
accept, the appointments would be made:

Unexpired portion of
Name and affiliation term ending 

Los Angeles Branch

Charles Detoy, Partner, Coldwell
Banker and Company, Los Angeles,
California

Shannon Crandall, Jr., President,
California Hardware Company,
Los Angeles, California

Portland Branch

Warren W. Braley, Partner,
Braley and Graham Buick,
Portland, Oregon

December 31, 1956

December 31, 1955

December 31, 1955

Mr. Leonard reported having been informed that the Treasury Depart-

ment had sent a telegram to all Federal Reserve Banks stating that the House

Appropriations Committee was making a study of Treasury tax and loan and

other depositary activities, that requests might be received for information

concerning these subjects or that members of the staff of the Committee

might visit the Federal Reserve Banks, and that the Reserve Banks were au-

thorized and requested to furnish representatives of the Committee any
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information which which might be desired concerning Treasury fiscal activities

carried on by the Reserve Banks. He also reported that advice had been

received from certain Reserve Banks regarding the receipt of letters from

Mr. Charles G. Haynes, Director of Surveys and Investigations for the

House Appropriations Committee, who requested by September 15, 1955, in-

formation concerning balances in the Treasury tax and loan accounts of

certain commercial banks in the respective Reserve districts for the period

July 1, 1954, to June 30, 1955.

Mr. Leonard said that he saw no reason why cooperation should not

be extended, since the study related to fiscal agency activities performed

by the Reserve Banks for the Treasury and the Reserve Banks had appropriate

authorization from the Treasury Department.

There was unanimous agree-
ment with the view expressed by
Mr. Leonard.

The Secretary reported that in a letter dated August 15, 1955, Mr.

L. A. Jennings, Deputy Comptroller of the Currency, aavised the Board

that the Comptroller planned to issue a call this fall for national bank

condition reports. He said that in accordance with the usual procedure,

a telegram advising of the receipt of this information was sent to the

Presidents of all Federal Reserve Banks on August 29, 1955.

The sending of the telegram
was ratified by unanimous vote.

Minutes of actions taken by the Board of Governors of the Federal

Reserve System on August 29, 1955, were approved unanimously.
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Secretary's Note: Pursuant to the ac-
tion taken by the Board on August 29,
1955, the following telegram was sent
to Mr. McCreedy, Vice President and
Secretary of the Federal Reserve Bank
of Philadelphia, on September 1, 1955:

Reurtel today. Board approves effective September 2,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, and 2-3/4 per cent
on advances to member banks under Section 10(b). Otherwise,
Board approves establishment by your Bank, without change,
of rates of discount and purchase in Bank's existing schedule.
Board's announcement on change in discount rate is being given
to press at 3:30 p.m. EDST today for immediate release.

Secretary's Note: Pursuant to action
taken by the Board on July 21, 1955, the
following letter was sent today over the
signature of Chairman Martin to The
Honorable Emanuel Celler, Chairman of
the Committee on the Judiciary, House of
Representatives, Washington, D. C.:

This is in response to your request of July 8, 1955, for
the views of the Board on the bill H.R. 6121, "To amend sec-
tion 610 of title 18 of the United States Code so as to broaden
the coverage of its provisions prohibiting election expenditures
by national banks and corporations organized under Federal law."

Section 610 now prohibits any national bank or any corpora-
tion organized by authority of any law of Congress to make a con-
tribution or expenditure in connection with any election to any
political office. H.R. 6121 would prohibit such contributions or
expenditures in connection with any election, including any elec-
tion in which any issue is submitted for approval or disapproval
by the voters. Thus the amendment would not limit the applica-
tion of the prohibition to elections involving political office
as does the present law.

You are advised that the Board has no objection to the pro-
posed legislation.
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The Budget Bureau has advised that it has no objection to
the submission of this report.

The meeting then adjourned.

/40
Secretary

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




